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REQUESTOR NAME:  BCOAPO 

IR ROUND NO:   #1 

TO:     BRITISH COLUMBIA HYDRO & POWER AUTHORITY 

DATE:    December 23, 2011 

PROJECT NO:   3698622 

APPLICATION NAME: F2012 to F2014 Revenue Requirements Application 

 ______________________________________________________________________  

 

1.0 Topic: Rate Management 
Reference: Exhibit B-1-3, page 1-4 and Appendix B (amended) 
  
1.1 Page 1-4 of the amended Application requests interim approval for the April 1, 

2012 and April 1, 2013 increases.  However, Appendix B requests final approval 
for the April 1, 2012 increase.  Please reconcile. 

1.2 If the request is for “interim” approval of the April 1, 2012 increase please explain 
why “interim” as opposed to “final” rate increases are requested. 

1.3 Please explain why the Deferral Account Rate Rider approval is being requested 
on a final (as opposed to interim) basis given that the Deferral Account balances 
may vary from forecast over the period. 

1.4 Is the approval of the amended OATT rates effective April 1, 2012 and April 1, 
2013 being sought on an “interim” or “final” basis? 

 
2.0 Topic: Rate Management 

Reference: Exhibit B-1-3, page 1-5 
 

2.1 Please confirm whether the movement of BC Hydro’s Export Department to 
Powerex will impact on the calculation of Powerex’s net income (i.e., Trade 
Income). 

2.2 Please confirm that, provided Trade Income remains in the $0 - $200 M range, 
this transfer of the export development department to Powerex has no impact on 
BC Hydro’s overall Revenue Requirement. 
2.2.1 If it does, please explain how and why. 

 
3.0 Topic: Rate Management 

Reference: Exhibit B-1-3, pages 1-6 and 1-7 
 

3.1 The text on page 1-6 suggests that actual operating expenditures for F2011 are 
$20 M higher than those in the F11 RRA NSP.  However, Table 1-B shows actual 
operating costs as being $137 M less.  Please reconcile. 

 
4.0 Topic: Rate Management 

Reference: Exhibit B-1-3, page 1-10 
 
4.1 The Application states that the installation of smart meters will be completed by 

the end of 2012 and that the implementation of the associated Smart Grid 
elements will be implemented through 2014.  When will BC Hydro begin using 
smart meters for purposes of billing customers? 
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4.2 Is it anticipated that, prior to the end of 2014, smart meters will be used for 
purposes other than simply billing customers (i.e., when will BC Hydro start 
utilizing and realizing the other benefits of smart meters)? 

4.3 The Application states that BC Hydro proposes to defer the majority of the 
revenue requirement impact and the initial recovery of the costs of the SMI 
program.  What costs associated with the SMI program are not being deferred 
and therefore impacting on the F2012 to F2014 revenue requirements? 

 
5.0 Topic: Rate Management 

Reference: Exhibit B-1-3, pages 1-4 and 1-12 
 

5.1 Please explain why BC Hydro is proposing a three year rate increase pattern of 
8%/3.9%/3.9% as opposed to a smoother pattern of 5.9% annually as discussed 
on page 1-12. 

 
6.0 Topic: Rate Management 

Reference: Exhibit B-1-3, page 1-15 
 
6.1 With respect to Table 1-C, please explain how the values in line 8 (Impact of 

Rate Increases) were calculated. 
6.2 Please also explain why it is appropriate to include the differential impact of rate 

increases in the calculation of the amounts to be deferred. 
 

7.0 Topic: Rate Management 
Reference: Exhibit B-1-3, pages 1-2 and 1-18 

 
7.1 On page 1-18 reference is made to deferring for future recovery $178 M in 

reduced capitalized overhead arising from IFRS.  However on page 1-2 (see 
Footnote (a)) reference is made to no longer needing to defer $100 M related to 
the impact of transitioning to IFRS.  Please reconcile these two statements. 

7.2 Please provide a schedule that sets out the total additional costs for F2012 to 
F2014 attributable to the implementation of IFRS and specifically what portion of 
this cost is being deferred. 

 
8.0 Topic: Rate Management 

Reference: Exhibit B-1-3, pages 1-19 and 1-21 
 
8.1 Both Tables 1-1 and 1-2 set out at the bottom Annualized Rate Increase, the 

Deferral Account Rate Rider and the Net Bill Increase for F2012 through F2014.  
Please provide a schedule that explains the derivation of the Net Bill Increases 
for each year under both the original F12-F14 RRA and the Amended F12-F14 
RRA. 

 
9.0 Topic: Rate Management 

Reference: Exhibit B-1-3, pages 1-7, 1-18 and 1-34 
 

9.1 Please explain why the F2011 Cost of Energy, Non-Tariff Revenues, Financing 
Cost, Return on Equity and Amortization values vary as between the F11 RRA 
NSA-12 and F11 RRA NSA-9 views. 
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9.2 Please explain why the operating costs are lower under the F11 RRA NSA-9 
view (as compared to the F11 RRA NSA-12 view) when the former is meant to 
reflect only 9 months of integration. 

 
10.0 Topic: Rate Management 

Reference: Exhibit B-1-3, pages 1-27 to 1-30 
 
10.1 Sections 1.3.5.1 through 1.3.5.6 discuss the major cost drivers using F211 RRA 

NSA-12 as the base.  Please compare the F12-F14 Revenue Requirement 
requested versus F2011 actual results for each cost category and indicate those 
instances where there are additional cost drivers involved when explaining 
changes versus actual costs. 

 
11.0 Topic: Rate Management 

Reference: Exhibit B-1-3, page 1-35 
 
11.1 Is BC Hydro able to restate the F2011 actual costs on a basis that is consistent 

with the presentation of the F2012 to F2014 Revenue Requirements? 
11.1.1 If no, please explain why not. 
11.1.2 If yes, please do so. 

11.2 The Amended Application states that the capital additions and expenditures 
forecast reflects the IFRS impact on capitalized overhead.  The text on 1-18 
indicates that in the original Application these costs were being deferred.  Please 
confirm whether BC Hydro is still proposing to defer this increase in operating 
costs for future recovery as set out in Chapter 7, Section 4. 
11.2.1 If yes, please reconcile this with the statements on page 1-35, lines 22-23 
11.2.2 If no, please provide the necessary revisions to Section 7.4.1. 

11.3 Based on the revised capital spending in the amended Application what is the 
updated value for the reduction in capitalized overheads – equivalent to the 
original $178 M? 

 
12.0 Topic: Rate Management 

Reference: Exhibit B-1-3, page 1-43 
 
12.1 With respect to the last bullet on the page, please explain why BC Hydro is 

proposing to amortize the balances in the identified accounts over one year as 
opposed to a longer period. 

 
13.0 Topic: Rate Management 

Reference: Exhibit B-1-3, pages 1-18 and 1-44 
 
13.1 Please reconcile the overall $178 M impact due to reduced capitalized overhead 

referenced on page 1-18 with the annual impact values reported on page 1-44, 
lines 9-10. 

 
14.0 Topic: Rate Management 

Reference: Exhibit B-1-3, page 2-1 
 
14.1 Please provide a revised version of Table 2-1 that shows separately the DARR 

for each year. 
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15.0 Topic: Rate Management 
Reference: Exhibit B-1-3, page 2-9 and Appendix H 
 
15.1 What would the DARR % for April 1, 2012 be if based on Provision 9 (i) but 

applied to the Actual F2011 account balances? 
15.2 What would the DARR % for April 1, 2013 be if based on Provision 9 (i) but 

applied to the Forecast F2012 account balances? 
15.3 What would be the DARR % for F2012, F2013 and F2014 if based on the 

amended outlook and the approach to setting DARR as approved in the F09/F10 
RRA Decision (see Appendix H, pages 3 & 4).  Note – For ease of calculation 
use the year end March 31 balances instead of September 30th balances to 
determine the DARR. 

 
16.0 Topic: Load and Revenue Forecast 

Reference: Exhibit B-1-3, page 3-2 to 3-3 and page 3-8 
 
16.1 With respect to Footnote #17a, what are the real rate increases for F2012, F2013 

and F2014 as per the amended Application? 
16.2 Please confirm whether or not the impacts of the lower rate increases per the 

amended Application are not in the March 2011 Update. 
16.3 Are the price elasticity impacts shown in new Tables 3-B, 3-C and 3-D based on 

the rate increases as set out in Footnote #17 a) or based on the rate increases 
per the amended Application? 

16.4 What are the price elasticities of demand that were used to determine load 
reductions due to rate increases? 

16.5 To illustrate the calculation, please provide a schedule that sets out the 
derivation of the 31 GWh impact for Residential in F2013. 

16.6 If not based on the rate increases per the amended Application, please estimate 
the revised impact on load for F2012 through F2014 due to the lower rate 
increases now proposed as compared to those in the August 2010 Load 
Forecast and the resulting F12-F14 Plan (i.e., amended values for column #4 of 
Tables 3-A, 3-B and 3-C). 

 
17.0 Topic: Load and Revenue Forecast 

Reference: Exhibit B-1-3, page 3-6 and Appendices FF & II 
 
17.1 Please provide a schedule that for the years F2011 through F2014 sets out the 

load forecast by customer category per Appendix FF (i.e., before DSM and Rate 
Impacts) and the DSM and Rate Impact adjustments for each category/year 
made to arrive at the forecast set out in Table 3-1 (original Application).  As part 
of the schedule please indicate where in Appendix FF the base forecast for each 
category was obtained. 

17.2 Please provide a schedule that sets out: 
(a) the DSM included in initial (i.e., original Application) load forecasts by 
customer category for F2012 to F2014;  
(b) the additional DSM adjustment by customer category incorporated in the 
amended Application (per Tables 3-b, 3-C and 3-D); and  
(c) the resulting total DSM assumed for each year.  Please reconcile these totals 
DSM amounts for each year with the DSM savings by year set out in Appendix II.  
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18.0 Topic: Load and Revenue Forecast 
Reference: Exhibit B-1-3, page 3-8 
 
18.1 Please confirm that the adjustment to remove the impact of the overlap related to 

codes and standards is included in Tables 3-B through 3-D I the “Load Update” 
column. 

18.2 Please provide a schedule that for each year (F2012-F2014) sets out the kWhs 
adjustment included to account for the “overlap”. 

 
19.0 Topic: Load and Revenue Forecast 

Reference: Exhibit B-1-3, page 3-9 
 
19.1 Please provide the outlook for the RIB rates as used in the March 2011 Update. 
19.2 Please revise this outlook based on the currently proposed annual rate 

increases. 
19.3 With respect to the text on lines 17-19, do the DSM adjustment included in the 

Updated Load Forecast as set out in Tables 3-B to 3-D reflect the revised outlook 
for the RIB rates as per part (2)?  If not, please revise. 

 
20.0 Topic: Load and Revenue Forecast 

Reference: Exhibit B-1-3, page 3-10 
 
20.1 Please explain how the August 2010 Load Forecast was based on economic 

projections issued by the BC Ministry of Finance in September 2010. 
20.2 Please provide the most recent forecasts produced by the Conference Board of 

Canada and the BC Ministry of Finance for the relevant economic variables set 
out in Table 3-2. 

 
21.0 Topic: Load and Revenue Forecast 

Reference: Exhibit B-1-3, pages 3-11 to 3-13 
 
21.1 Please provide a schedule that sets out for both F2011 NSA-9 Load Forecast 

and the F2011 actual sales and the kWhs of Step 1 and Step 2 consumption. 
21.2 Please provide a schedule that sets out for both the F2011 NSA-9 Load Forecast 

and the F2011 actual sales the Large Industrial kWhs priced/billed at the Tier 1 
and Tier 2 energy charges. 

21.3 With the respect to the Large Industrial customers, were the same Customer 
Baseline Loads used for both the F2011 NSA-9 and the F2011 actual revenue 
calculations?  If not, please indicate the aggregate CBL used in each case. 

 
22.0 Topic: Load and Revenue Forecast 

Reference: Exhibit B-1-3, pages3-13 to 3-15 
 
22.1 Please provide a schedule that sets out the split for each year F2012 through 

2014 in the Residential kWhs as between Step 1 and Step 2 consumption. 
22.2 Please provide a schedule that sets out the split for each year F2012 through 

F2014 in the Large Industrial kWhs as between Tier 1 and Tier 2 consumption. 
22.3 Please explain more fully why the sales on the Tier 2 rate are less in F2012 than 

in F2011 even though the total Large Industrial sales are increasing. 
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23.0 Topic: Load and Revenue Forecast 
Reference: Exhibit B-1-3, New Appendix FF – Executive Summary and 

Introduction 
 
23.1 The Load Forecast provided in Appendix FF was produced in the fall of 2010 (per 

page 10 of 134).  Has a comparable forecast been prepared in 2011 and, if so, 
please indicate its current status and file if available. 

23.2 Please explain whether the “adjustments for DSM/load integration” (per page 14) 
is the same as the adjustment for double counting of codes and standards as 
discussed on page 18 of 134? 

23.3 The Appendix includes forecasts with and without Rate Impacts and the annual 
adjustments are set out in Footnote #16.  However, nowhere in the document is 
there a schedule setting out (quantitatively) how the values were determined.  
Please provide. 

 
24.0 Topic: Load and Revenue Forecast 

Reference: Exhibit B-1-3, New Appendix FF – Residential Forecast 
 
24.1 What was the actual growth in Residential accounts for F2011? 
24.2 Was the forecast of the number of accounts updated in the amended Application 

or is it the same as in the 2010 Forecast (per page 24 of 134)?   
24.2.1 If yes, please provide the revised growth rates for F2011 through F2014. 

24.3 Please provide the historical use per account data underpinning the comments in 
Section 6.2, paragraph 2 and indicate how use per account was calculated. 

24.4 The forecasts in the document are characterized as “Before DSM”.  However, the 
discussion of historical trends in use per account (per page 30 of 134) deals with 
trends after DSM.  As a result, the impact of DSM efforts appears to be reflected 
in the assumption regarding the future growth (-0.1%/annum) in use per account.  
Given that a subsequent adjustment is made for DSM efforts is there not some 
double counting occurring of not only the impact of codes ands standards but 
also BC Hydro’s DSM program impacts?   
24.4.1 If not, please explain fully why not? 
24.4.2 If yes, what is BC Hydro’s estimate as to the amount of double counting 

for F2012-F2014? 
24.5 The main Document states the Residential use is forecast based on forecasts of 

the number of accounts and the use per account (page 32 of 134).  Appendix 1 
describes an end-use model that appears to forecast total Residential use based 
on explanatory variables constructed from end use information.  Please reconcile 
and, in doing so, describe more fully how the -0.1% forecast growth in use per 
account was developed. 

 
25.0 Topic: Load and Revenue Forecast 

Reference: Exhibit B-1-3, New Appendix FF – Commercial Forecast 
 
25.1 The Model used to develop the Commercial forecast (Appendix 1, page 75 of 

134) appears to be regression model where the explanatory/predictor variables 
include assumptions regarding the efficiency of heating, cooling and other 
equipment.  At the same time the forecasts characterized as “Before DSM” and 
subsequently adjusted for DSM.  How does BC Hydro ensure that there is no 
double counting of the impact of either a) codes and standards or b) its DSM 
programs in the development of final forecast used in the amended Application? 



Page 7 of 20 
 

 
26.0 Topic: Cost of Energy  

Reference: Exhibit B-1-3, page 4-4 
 
26.1 Is the Cost of Energy calculated based on: a) a single cost calculation that uses 

the energy production associated with supplying the energy based on average of 
the 37 ensembles or b) the average of 37 cost calculations - one for each 
ensemble? 

 
27.0 Topic: Cost of Energy  

Reference: Exhibit B-1-3, page 4-6 
 
27.1 What resources, apart from BC Hydro-owned hydraulic stations, are under its 

dispatch control? 
 

28.0 Topic: Cost of Energy  
Reference: Exhibit B-1-3, page 4-19 
 
28.1 Does the amended Application still rely on forward market prices as of 

September 2010? 
28.1.1 If no, what market forward prices were used? 
28.1.2 If yes, what would be the impact of updating to more recent forward 

market prices? 
28.2 What is the relevance of the 49,000 GWh/year Heritage Contract value for the 

Revenue Requirement Application when Heritage Energy for the F2012-F2014 
period is well below this level? 

 
29.0 Topic: Cost of Energy 

Reference: Exhibit B-1-3, Appendix A, Schedule 4.0 
 
29.1 Is there a cost offset included in the Cost of Energy for F2012-F214 for the net 

sales to Powerex each year?  
29.2 Based on current contract terms, could the IPP purchases for F2012-F2014 been 

reduced further?   
29.3 If yes, by how much and why aren’t such reductions assumed in the Cost of 

Energy forecast? 
29.4 Does BC Hydro have any ability to delay the planned in-service dates for new 

IPPs forecast for F2012 through F2014?  If yes, has this ability been fully 
exercised in the forecast provided? 

 
30.0 Topic: Cost of Energy  

Reference: Exhibit B-1-3, pages 4-28 and 4-30 
 
30.1 Based on amended Tables 4-6 and 4-7, please provide a schedule that sets out 

the unit cost in each year for each category of IPP. 
 

31.0 Topic: Cost of Energy 
Reference: Exhibit B-1-3, Appendix M and amended Appendix MM 
 
31.1 Based on the valuation process set out in amended Appendix MM what would be 

the forecast value of Renewable Energy Credits for F2012, F2013 and F2014? 
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31.2 In the amended Application Trade Income is $133 M, $113 M and $113 M for 
F2012, F2013 and F2014 respectively. 
31.2.1 Please indicate what the impact on Trade Income would be if these 

Renewable Energy Credit amounts were charged to Powerex in each 
year. 

31.2.2 Please indicate what the impact on the overall Revenue Requirement 
would be if these amounts were charged to Powerex each year. 

 
32.0 Topic: Capital Expenditures and Additions 

Reference: Exhibit B-1-3, page 6-1 to 6-2 
 
32.1 In terms of relief requested, please confirm that BC Hydro is seeking approval to: 

a) include the actual (as opposed to F11 RRA NSA) F2011 Capital Additions set 
out in the Application in the determination of rates for F2012-F2014 and b) 
include the currently forecast capital additions for F2012-F2014 as set out in the 
Application in the determination of rates for F2012-F2014. 

32.2 If yes, please reconcile this response that BC Hydro is not seeking any relief in 
this application with respect to its capital plans. 

 
33.0 Topic: Capital Expenditures and Additions 

Reference: Exhibit B-1-3, pages 6-2 to 6-8 
 
33.1 The original Application refers to F2011 NSA-12 capital expenditures whereas 

the amended Application references F2011 NSA-9 capital expenditures.  Is there 
a difference between the two amounts? 

33.2 If yes, please provide the F2011 NSA-12 Capital Expenditures and Additions and 
explain the differences relative to the values shown in new Tables 6-A and 6-B. 

33.3 Please provide a schedule listing all capital projects/programs with total costs 
exceeding $5 M where the F2011 capital additions were 5% (or more) greater 
than in the F11 RRA NSA.  In each case, please provide a variance explanation. 

 
34.0 Topic: Capital Expenditures and Additions 

Reference: Exhibit B-1-3, page 6-3 to 6-4 
 
34.1 Please describe the resource constraints (per page 6-3) that led to a reduced 

level of hydroelectric capital expenditures in F2011. 
34.2 Are these constraints expected to continue beyond F2011 and impact on project 

completions during the test years? If not, why not? 
 

35.0 Topic: Capital Expenditures and Additions 
Reference: Exhibit B-1-3, page 6-5 
 
35.1 Please provide a copy of the Business Case that support BC Hydro’s purchase of 

the Edmonds Annex building. 
35.2 What triggered the need for the unplanned upgrades at the McBride substation? 
 

36.0 Topic: Capital Expenditures and Additions 
Reference: Exhibit B-1-3, page 6-7 
 
36.1 Given the F2011 schedule delays experienced for Transmission Lines and 

Substations, has BC Hydro reviewed and assessed the reasonableness of the 
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time allotted for planned definition phase work for those projects being 
undertaken in F2012 to F2014? 
36.1.1 If yes, what adjustments have been made? 
36.1.2 If not, why not? 
 

37.0 Topic: Capital Expenditures and Additions 
Reference: Exhibit B-1-3, pages 6-11 and 6-12  
 
37.1 Please confirm whether or not the total costs set out in Table 6-3 and capital 

expenditures in Appendices I and J include overheads and, if so, that they are 
based on current overhead capitalization as per CGAAP. 

37.2 If overheads are captured in Table 6-3, please undertake the following:  a) 
Confirm whether the amended costs in Amended Table 6-3 (last column) are 
based on CGAAP or IFRS and update for IFRS if necessary and b) Indicate what 
the equivalent “Total Cost Accepted by the BCUC” would be for each project 
under IFRS. 

 
38.0 Topic: Capital Expenditures and Additions 

Reference: Exhibit B-1-3, pages 6-13 to 6-15 
 
38.1 Page 6-13 states there were $800 M of reductions in capital additions identified, 

offset by $154 M in additions that were inadvertently excluded from the initial 
Application.  Please provide revised versions of New Tables 8-C and 8-D that 
separately identify (and classify) the $800 M of reductions and then add in the 
$154 M of additions. 

 
39.0 Topic: Capital Expenditures and Additions 

Reference: Exhibit B-1-3, page 6-27 
 
39.1 If one of the major issues of concern was rate impacts, why was the capital 

spending limit defined in a way that excluded DSM but included SMI when DSM 
spending impacts on the rates for F2012-F2014 but SMI spending does not? 

 
40.0 Topic: Capital Expenditures and Additions 

Reference: Exhibit B-1-3, pages 6-29 to 6-31 
 
40.1 Based on BC Hydro’s Generation capital spending prioritization process please 

identify the next 3 or 4 capital projects that would be deferred if further capital 
spending limits were imposed. 

40.2 For each of these projects, please describe the risks and implications of deferring 
the project beyond F2014. 

 
41.0 Topic: Capital Expenditures and Additions 

Reference: Exhibit B-1-3, pages 6-33 to 6-34 
 
41.1 Based on BC Hydro’s Transmission and Distribution capital spending 

prioritization process please identify the next 5 capital projects that would be 
deferred if further capital spending limits were imposed. 

41.2 For each of these projects, please describe the risks and implications of deferring 
the project beyond F2014. 
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42.0 Topic: Capital Expenditures and Additions 
Reference: Exhibit B-1-3, page 6-35 
 
42.1 Please confirm that the $800 M authorized by the Board for the Mica Units 5 and 

6 Project is based on CGAAP.  What is the equivalent IFRS value? 
42.2 Does the Clean Energy Act direct the inclusion of the (forecast and/or actual) 

costs of Mica Units 5 and 6 and Revelstoke Unit 6 in rates without any review by 
the BCUC? 

42.3 What is the overall reduction in the Hydroelectric Generation capital expenditures 
in each year F2012, F2013 and F2014 due to IFRS? 

42.4 For each of the four spending categories in Amended Table 6-4, what is the 
aggregate reduction (F2012-F2014) due to IFRS? 

 
43.0 Topic: Capital Expenditures and Additions 

Reference: Exhibit B-1-3, page 6-37 
 
43.1 Is the original spending for Redevelopment and Rehabilitation based on the 

Authorized Amount for Ruskin of $856.9 M? 
43.2 Does the $23.7 M decrease also include the impact over F2012-F2014 of BC 

Hydro’s revised Ruskin Dam request of $718.1 M? 
 

44.0 Topic: Capital Expenditures and Additions 
Reference: Exhibit B-1-3, page 6-39 
 
44.1 Please confirm that the Application includes the full spending on the Mica GIS 

project. 
44.2 BC Hydro states that given the decision to proceed with the Mica Units 5 and 6 

Project there will be no stranded asset risk.  Please provide the business 
case/project justification analysis that supports the decision to proceed with the 
Mica Units 5 and 6 Project. 

44.3 Is the $203-$290 M total capital cost referenced for the GS Shrum Units 1-5 
Turbine Replacement Project based on CGAAP or IRFS.  If IFRS, please 
indicate what the Expected Cost of $247 would have been on an IFRS basis. 

 
45.0 Topic: Capital Expenditures and Additions 

Reference: Exhibit B-1-3, page 6-48 
 
45.1 In Amended Table 6-7 reference is made (line 23) to Land Rights shown in Table 

6-10.  However, Table 6-10 does not appear to make any mention of Land 
Rights.  Please reconcile. 

45.2 Please confirm that the amended F2012-F2014 spending values in amended 
Table 6-7 are based on IFRS. 

45.3 With respect to the differences shown in amended Table 6-7 please indicate the 
contribution of IFRS to each category’s total by year. 

 
46.0 Topic: Capital Expenditures and Additions 

Reference: Exhibit B-1-3, pages 6-49 to 6-50 
 
46.1 With respect to the NTL project, what is the reason for the increase in estimated 

cost in the Amended Application? 



Page 11 of 20 
 

46.2 With respect to the DCAT Project, is an October 2013 in-service date still 
reasonable?  If not, what is the expected in-service date? 

 
47.0 Topic: Capital Expenditures and Additions 

Reference: Exhibit B-1-3, pages 6-50-6 to 6-51 
 
47.1 Why is there no change (per Amended Appendix J, page 100) to the cost of the 

ILM Project due to IFRS? 
 

48.0 Topic: Capital Expenditures and Additions 
Reference: Exhibit B-1-3, page 6-60 
 
48.1 Does IFRS have an impact on the Amended F2012-F2014 Distribution Capital 

Expenditures?   
48.2 If there is an impact, please indicate what it is for each year F2012-F2014 on 

total Growth and Total Sustain spending. 
 

49.0 Topic: Capital Expenditures and Additions 
Reference: Exhibit B-1-3, pages 6-26 and 6-69 
 
49.1 Please indicate where in the Application the detailed description and justification 

for the call centre and data centre upgrades can be found.  There does not 
appear to be any reference to these projects in Amended Appendix J (page x of 
xi). 

49.2 If not part of the current Application, please provide. 
 

50.0 Topic: Capital Expenditures and Additions 
Reference: Amended Appendix U 
 
BC Hydro states that “historical projects that have come into service in a prior test period 
[…] are not the proper subject of review in a revenue requirement proceeding, subject in 
the case of historical projects to participants having had an opportunity to previously 
review the project.” 
 
50.1 In BC Hydro’s view does this exclusion apply in cases where the project has 

been previously reviewed but the actual scope or cost of the project is materially 
different from that anticipated at time of the review? 

 
51.0 Topic: Capital Structure and Return on Equity 

Reference: Exhibit B-1-3, pages 8-2 to 8-3 
 
51.1 Based on the definition of “rate base” per Appendix C-2 and the average equity 

forecast for F2012-F2014 what are BC Hydro’s forecast equity ratios for F2012-
F2014? 

 
52.0 Topic: Finance Charges 

Reference: Exhibit B-1-3, pages 8-3 to 8-6, page 7-4 and Schedule 8.0 
 
52.1 Please indicate how the weighted average cost of debt for the current period is 

calculated and confirm that it includes both short term and long term debt.  
52.1.1 If it does not include short term debt, please explain why. 
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52.2 Does BC Hydro have a formal debt management strategy for determining its use 
of short term vs. long term borrowing? 
52.2.1 If yes please provide a copy along with any supporting analysis available 

for the rationale. 
52.2.2 If yes, does BC Hydro’s short vs. long term debt mix conform to the 

strategy? 
52.2.3 If no, how does BC Hydro determine its mix of long term versus short 

term debt borrowing? 
52.3 Please provide a schedule setting out the forecast timing and amounts for BC 

Hydro’s F2012 to F2012 borrowings and the interest rate associated with each. 
 

53.0 Topic: Non-Tariff and Inter-Segment Revenues 
Reference: Exhibit B-1-3, page 8-9 and Schedule 15.0 
 
53.1 What is the reason for the increase in forecast Distribution non-tariff revenues for 

F12-F14? 
53.2 Why are there no revenues from Interconnected Operations Services (per 

Schedule 15.0) for F12-F14? 
53.3 Please explain the values reported for F13 and F14 for SMI Impact (per 

Schedule 15.0). 
 

54.0 Topic: Non-Tariff and Inter-Segment Revenues 
Reference: Exhibit B-1-3, pages 8-10 
 
54.1 Is the allocation of corporate cost to Powerex based on the same allocation 

methodology as used for the Transmission Revenue Requirement (per Section 
8.11)?   

54.2 If not, how are the costs allocated and why is a different approach used? 
 

55.0 Topic: IFRS 
Reference: Exhibit B-1-3, pages 8-15 to 8-16 
 
55.1 Please explain how a change in the discount rate impacts on the classification of 

a capital lease. 
55.2 In the application of criterion 3 (per page 8-15, lines 10-11) please explain how 

the fair market value of the asset is established. 
 

56.0 Topic: IFRS 
Reference: Exhibit B-1-3, pages 8-18 to 8-19 and Schedule 18.0 
 
56.1 Please provide a schedule that: a) lists the (new) IFRS accounting rules that BC 

Hydro is proposing to adopt for F2012, b) identifies the F2012 impact on the 
revenue requirement of each and c) notes whether the impact will be deferred. 

56.2 What would be the additional impact on the F2012 revenue requirement if all new 
IFRS accounting rules were adopted for F2012?  

 
57.0 Topic: IFRS 

Reference: Exhibit B-1-3, page 8-21 
 
57.1 Please provide a schedule of the major overhauls and inspection for F2012-

F2014 that are impacted by IFRS (per lines 10-14) and the costs in each year. 
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58.0 Topic: IFRS 

Reference: Exhibit B-1-3, page 8-24 
 
58.1 Please explain more fully how a need to recognize losses upon asset retirement 

leads to a reduction in amortization expense.  Where precisely are the losses 
captured for F2013 and F2014 in the Application? 

58.2 On page 8-4 the Amended Application described a change under IFRS in the 
determination of the IDC rate.  What is the impact of this change and why is it not 
discussed on page 8-24? 

 
59.0 Topic: Chapter 9 OATT & Allocation of Corporate Costs for Transmission 

RR 
Reference: Exhibit B-1-3, page 9-5 
 
59.1 Please indicate which values in New Table 9-A are based on CGAAP and which 

are based on IFRS. 
59.2 If any of the values are based on IFRS, does the determination of the TRR also 

take into account the deferral of IFRS impacts and, if so, where is this reflected in 
the Table? 

59.3 What accounts for the significant increase between the F2010 and the F2011 in 
the actual values for the TRR? 

59.4 In Table 9-A are the operating costs of BCTC, including BCTC’s Corporate Costs 
(prior to integration) captured in line 1? 

59.5 Please explain the F2011 (actual) to forecast F2012 changes for the following 
items in Table 9-A: 

 Operating Costs 

 Finance Charges 
 

60.0 Topic: Chapter 9 OATT &Allocation of Corporate Costs for Transmission 
RR 

Reference: Exhibit B-1-3, pages 9-15 - 9-19 
 
60.1 Please provide the equivalent F2011 actual values for New Table 9-B. 
60.2 Please explain why the F2012 TRR is higher in the Update than in the original 

Plan (per Table 9-B). 
60.3 Please provide the equivalent F2011 actual values for New Table 9-D.   
60.4 Please discuss/explain changes in Short-Term PTP volumes as between the 

F2011 Approved, the F2011 Actual and the F2012 Update. 
 

61.0 Topic: Demand Side Management 
Reference: Appendix II, pages II-1-1 to II-1-2 
 
61.1 Please break the annual spending for F2009 through F2011 down into the three 

categories set out in Table II-1-1. 
 

62.0 Topic: Demand Side Management 
Reference: Appendix II, pages II-1-4 to I-1-6 and Page II-2-7 to II-2-8 
 
62.1 Please clarify what DSM program savings are excluded from the “Load Before 

DSM” (i.e., is it the savings to be achieved by initiatives implemented in F2012 
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and beyond or does it include savings from programs implemented in the prior 
years of F2009 to F2011?). 

62.2 With reference to Attachment 2, please indicate the basis for each of the 
numerical values underlying graphs in Figures I-1-1 and II-2-2. 

62.3 If the “Before DSM” energy and capacity load forecasts exclude DSM savings for 
initiatives prior to F2012, please indicate the impact on the energy and capacity 
load forecasts of including DSM savings for the years up to F2011 on Figures I-1-
1 and II-2-2.   

 
63.0 Topic: Demand Side Management 

Reference: Appendix II, pages II-2-10 (lines 10-11) 
 
63.1 Please clarify if the UC and TRC values of $27/MWh and $32/MWh are 

expressed in “real” or “nominal” terms (i.e,, would they increase with inflation or 
are they fixed for the term?). 

63.2 Similarly, please clarify whether the $129/MWh (per line 7) is expressed in real or 
nominal terms. 

 
64.0 Topic: Demand Side Management 

Reference: Appendix II, pages II-2-11 to II-2-12 and Attachment 2, Table 1 
 
64.1 Please confirm that the “Before DSM” load forecasts include DSM savings from 

programs up to (and including) F2011. 
64.2 Please indicate whether the “After DSM” forecasts include just the savings from 

F2012 and F2013 initiatives or also from initiatives anticipated in years after 
F2013. 
64.2.1 If the impacts of initiatives after F2013 are included please provide a 

schedule that separates the DSM forecast into the savings from F2012-
F2013 initiatives vs. later initiatives. 

 
65.0 Topic: Demand Side Management 

Reference: Appendix II, pages II-2-14 
 

65.1 Please discuss BC Hydro’s ability to ramp-up in F2012 and F2013 its DSM 
activity over and above the levels currently planned. 

 
66.0 Topic: Demand Side Management 

Reference: Appendix II, Attachment 2 
 
66.1 Please update Tables 1 and 2 in Attachment 2 so as to reflect the updated load 

forecast used in the amended Application. 
 

67.0 Topic: Demand Side Management 
Reference: Appendix II, pages II-3-5 to II-3-6 and Attachment 4, Section 5 
 
67.1 There does not appear to be any expenditure category for program results 

evaluation and validation (e.g., studies and analysis to confirm/verify savings 
from programs implemented, estimate actual free-ridership, etc. as discussed in 
Attachment 7).  Where are the planned expenditures associated with these 
activities captured? 
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68.0 Topic: Demand Side Management 
Reference: Appendix II, page II-3-6 and page II-2-22 

 
68.1 Relative to the original Application, please provide a schedule setting out the 

programs areas that account for the $33 M reduction. 
 

69.0 Topic: Demand Side Management 
Reference: Appendix II, Attachment 4, page 7 

 
69.1 Are there any plans to review the current TSR structure in order to address the 

fact that the rate design is not “revenue neutral” for the class?  If not, why not? 
 

70.0 Topic: Demand Side Management 
Reference: Appendix II, Attachment 4, pages 10-11 
 
70.1 Has BC Hydro assessed the benefits of more aggressive Low Income Programs 

(based on the 2008 DSM Regulation and the 30% program benefit adder)? 
70.1.1 If yes, please provide the results of any such assessments and indicate 

why the options considered are not included in the F12-F13 Plan. 
70.1.2 If not, why not? 
 

71.0 Topic: Demand Side Management 
Reference: Appendix II, Attachment 5 
 
71.1 Please explain what accounts for the increase in spending on Low Income 

Programs (Non-Incentive costs) as between F2010 and F2011. 
71.2 Please explain what “incentive costs” are associated with the Low Income 

Program. 
71.3 Please explain the increase in incentive costs for the Low Income Program from 

$1.1 M in F2010 to $4.7 M in F2013. 
71.4 Please explain what “customer costs” are associated with the Low Income 

program and why these costs are not covered by incentive payments. 
71.5 Please explain what accounts for the increase in customer costs for the Low 

Income Program from $1.1 M in F2010 to $5.4 M in F2013. 
71.6 With respect to Table 9, are the benefit/cost ratios based on the F2012-F2013 

programs proposed?   
71.6.1 If not, what are they based on? 
71.6.2 If not, please re-do based on the proposed F2012-F2013 programs and 

spending. 
71.7 Does the TRC reported for Low Income Programs incorporate the 30% program 

benefit adder?  If not what would be the TRC results with this adder? 
71.8 Are the costs of the Supporting Activities (including program evaluation) 

incorporated in to the calculation of the various Benefit-Cost Ratio Calculations in 
Table 9? 

 
72.0 Topic: Demand Side Management 

Reference: Appendix II, pages II-3-11 to II-3-13 
 
72.1 Please explain fully how the revenue requirements through to F2036 under the 

“supply-only” scenario and “DSM scenario” were developed in order to estimate 
the revenue requirement and rate impacts shown. 
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72.2 Given that the DSM programs include rate structure changes such as the RIB 
(which will increase the bills for certain customers), is it fair to conclude that there 
may be some Residential customers who will experience higher bills due to the 
DSM Plan (e.g., those customers with higher bills under the RIB rate that do not 
participate extensively in DSM programs)? 

 
73.0 Topic: Demand Side Management 

Reference: Appendix II, page II-3-13 
 
73.1 Are the employment impacts reported gross impacts or net of the anticipated 

impacts from a supply only scenario? 
 

74.0 Topic: Government Review and BC Hydro Reponses 
Reference: Appendix CC, page 2 of 19 
 
74.1 What is the annual (incremental) cost of the PMO established n response to 

Recommendation #2 and are these costs reflected in the Amended Application? 
 

75.0 Topic: Government Review and BC Hydro Reponses 
Reference: Appendix CC, page 3 of 19 
 
75.1 Given the revenue requirements for F2013 and F2014 are part of the current 

Application, how will customers benefit in those years from any savings resulting 
from the zero-based budgeting exercise planned for T&D in those years? 

 
76.0 Topic:  Capital Structure and Return on Equity 

 
 

Fiscal Year 2011 
Forecast 

2011 
Actual 

2009 
Forecast 

2009 
Actual 

Net Capital Additions 12,833 12,617 11,316 11,126 

Net DSM Additions 554 506 379 362 

Total used in Rate Base  13,387 13,124 11,695 11,148 

Difference between actual and 
forecast 

264  207  

% Difference  1.97%  1.77%  

 

Fiscal Year 2008 
Forecast 

2008 
Actual 

2007 
Forecast 

2007 
Actual 

Net Capital Additions 10,503 10,207 10,004 9859 

Net DSM Additions 310 309 291 282 

Total used in Rate Base  10,813 10,516 10,295 10,141 

Difference between actual and 
forecast   

297  154  

% Difference  2.75%  1.5%  

 
References:  F2011 reference: F2012/14 Rev Req. Exh.  B-1-3.  Appendix A 

Amended, Schedule 10; 
 F2009 reference:  2011 Rev Req.  Exh. B-8.  Schedule 2.2; 
 F2008/07 reference: 2009/10 Rev Req.  Exh. B-10, Schedule 12; 
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 Special Direction HC2, F2012/14 Rev Req. Exh B-1-3, Appendix C-2  
 
The above tables show the differences between forecast and actual for the 
financial components included in the determination of BC Hydro’s rate base for 
years F2011, 2009, 2008 and 2007. These differences occurred over a single 
year. F2010 was not used because the Waneta purchase made it difficult to get 
comparable information. Actual was on average about 2% less than forecast for 
the 4 years shown. Assuming a 2% average difference, the cumulated difference 
could result in actual rate base being in the order of 6% less than the forecasted 
rate base at the end of three year revenue requirement and rate setting period.  
A difference of this magnitude in the third year would result in an ROE based on 
the forecasted rate base being in the order of $25 million greater than an ROE 
based on actual rate base.  

 
76.1 Why in BC Hydro’s view do the rate base components included in the Rate Base 

definition of Special Direction HC2 need to based on a forecast? 
76.2 In BC Hydro’s view does the definition of Rate Base included in Special Direction 

HC2 preclude BC Hydro from using actual results rather than forecasted results? 
76.3 In BC Hydro’s view could a regulatory account be established to capture the 

difference between the ROE on forecasted rate base versus the ROE on actual 
rate base? 

76.4 Could a regulatory account be established to capture the difference between an 
ROE based on an updated rate base forecast and the ROE based on the 
forecast included in an approved multiyear revenue requirement? In the current 
application for example, could BC Hydro use an updated rate base forecast 
made in the spring of 2013 to set the ROE for F2014. The difference between the 
ROE based on the original rate base forecast included in the application and the 
updated forecast would be recorded in a regulatory account. 

 
77.0 Topic : Cost of Energy 

Reference:  Amended Appendix A- Schedule 4, lines 6 & 24.  
 
77.1 Please confirm the expected unit revenue from surplus sales is $33.9, $39.8,     

$44.0/mWh in years F2012 –F2014 respectively. 
 

78.0 Topic : Cost of Energy  
Reference:  Amended Appendix A- Schedule 4, line 33 

 
78.1 Please describe how line losses are determined. 
 

79.0  Topic : Demand Side Management 
Reference: BC Hydro 2008 LTAP Application hearing, Exh. B-68 (Graph showing 

DSM incremental cost on Y axis versus annual savings on X axis.) 
 

79.1 Please update exhibit B-68. 
 

80.0 Topic : Demand Side Management 
Reference: Exh. B-1-3. New Appendix II, Attachment 8, Table 1, page 191. 

 
80.1 Please provide the planned F2012 DSM expenses and incremental savings in 

the same detail as shown in the referenced Table 1. 
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81.0 Topic : Demand Side Management 

Reference: Exh. B-1-3. Amended Appendix A, Schedule 17, line 2. 
81.1 Please provide the calculations supporting Cost of Energy savings included on 

line 2 for years F2012 – F2014. 
 

82.0 Topic : Rate management  
Reference: 

 
82.1 Please provide an estimate of annual rate increases for years F2015 to F2017 for 

the following scenarios. 
a) Assume that the government directed 3000 GWH insurance is removed but 

other planning criteria remain the same. Assume the rate rider is 5% and 
current plans for recovery of the regulatory accounts continue. 

b) Assume that the planning criterion is based on average inflows rather than 
critical. Other assumptions are the same as in “a)”.  

 
83.0  Topic : Forecast 

Reference: Exh. B-1-3, New Appendix FF. Table 8.1 and 8.2.  
 

83.1 Please provide revised tables 8.1 and 8.2 based on the March 2011 update. 
 

84.0 Topic : Operating Costs 
Reference:  Exh. B-1-3, Section 5.2.2.1, pages 5-16, 5-17, Outsourcing. 

 
84.1 Please provide a detail description of the services being provided by ABS, Telus 

and SNL. Also provide details on the IT services that are still to be outsourced.  
84.2 Please describe the pricing and service methodology used in the outsourcing 

contracts and describe the standard terms included in the contracts. 
84.3 Please show the expected gross savings associated with each contract and 

explain how the savings were determined. Provide a timeline for the expected 
savings.  

   
85.0 Topic : Regulatory Accounts  

Reference:  Exh. B-1-3, Section 7.4.4 Outsourcing Implementation Costs 
 

85.1 Please identify the advisors used in developing the outsourcing contracts, the 
role and responsibility of each and the money paid to each.   

85.2 Please provide details on the one-time write-down and startup costs involved in 
the transition of services. 

  
86.0 Topic: BC Hydro’s Response to Government Review.  

Reference:  Appendix CC, Item 4. 
 

86.1 Please identify the risks considered in each of the outsourcings contracts     
discussed in section 5.2.2.1 and the measures taken to mitigate the risk to BC 
Hydro. 

 
 
 
 



Page 19 of 20 
 

87.0 Topic : Operating Costs  
Reference: Exh.B-1-3, Section 5.6.8, page 5-154, lines 18-25. 
 
87.1 What is the status of the review of Tariff Supplement No. 6?  
  

88.0 Topic : Operating Costs  
Reference: Exh.B-1-3, Section 5.7.3, Table 5-46,  pages 5-164, 165. 
 
88.1 Table 5-46 indicates that planned corporate wide savings from IT, Procurement 

and Other Initiatives has increased by $5.1 million in 2012 and decreased by 
$9.9 million in 2013 and $17.1 million in 2014. Please provide a detailed 
breakdown of changes by project. 

 
89.0 Topic: Operating Costs  

Reference: Exh.B-1-3, Section 5.7.7.5, Regulatory, page 5-206. 
 
89.1 Please describe any new rate initiative or significant rate amendments BC Hydro 

is considering over the next 2 years. 
 

90.0 Topic:  Energy Studies- Dec 1, 2011 Workshop  
Reference: Exh.B-13, Energy Studies, page 4.-3,  
 
90.1 Page 4 of the presentation indicates that BC Hydro`s system is    experiencing 

diminishing flexibility. What unit or metric does BC Hydro employ to determine 
changes in flexibility? 

90.2 Has BC Hydro estimated a marginal or incremental cost associated with a 
decline in flexibility? If so, please provide a cost estimate along with a description 
of its determination. 

 
91.0 Topic:  Status of Past Directives 

Reference: Exh.B-1-3, Appendix L, and Appendix D, pages 38-40 
 
91.1 There appears to be 20 individual performance metrics included in the 

Shareholder Letter of Expectation. How much would the overall performance 
metric associated with the Shareholder Letter decrease if BC Hydro’s 
Competitive rate position slipped one position relative to other utilities assuming 
the other performance metrics were unchanged? I.e. BC Hydro slipped from the 
3rd lowest rates to 4th lowest rates. 

  
92.0 Topic:  Smart Meters. 

Reference: Exh. A2-7. 
 
92.1 Please provide copies of all studies that BC Hydro relied upon in determining the 

annual volumes of stolen energy. 
92.2 Please provide the calculations supporting the $732 million net present value 

benefit due to Theft reductions. Include all assumptions supporting the 
calculations.  

92.3 Please update The Tables on pages 9 and 10 to include changes that follow from 
the Government Review of BC Hydro and Government’s concern about the 
introduction of a TOU rate. 
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92.4 BC Hydro’s Tariff currently includes a $125.00 Reconnection charge. Its 
BCOAPO’s understanding that the reconnection charge when originally 
introduced was based on the cost of sending an employee out to disconnect and 
later reconnect the service.  Please set out the calculations supporting the $47 
million benefit shown in Table 1 due to Remote Re-connect Automation and 
indicate what procedural and Tariff changes BC Hydro will be making following 
the completion of the installation of Smart Meters. 

 
93.0 Topic:  Smart Meters. 

Reference : Exh.B-1-3 , Section 7.3.17, Amended Table 7.4, page 7-23. 
 
93.1 Please provide the calculations supporting SMI Benefit Related savings.  
 

94.0 Topic:  Other  
Reference : Exh.B-1-3 , Appendix D, Shareholder Letter of Expectation, page 3. 
 
94.1 Please provide details on any investments BC Hydro has made in the Pacific 

Carbon Trust. 




